TO:       Pickman Park Residents

FROM:  Jill Fama, Property Manager

RE:        Annual Meeting of October 24, 2005

DATE:  October 7, 2005

On September 14th we sent notice of the Annual Meeting and advised all owners that there was one expiring term on the Board of Trustees.  Owners had until September 30th to submit their “Intent to Run” forms if they were interested in serving on the Board.  I have received notice from only our incumbent.  Therefore, there will not be an election; however, we have enclosed Rob’s candidate profile.  

We are enclosing a proxy form to all owners and request that if you will not be attending the meeting, please fill out the proxy and return it either to us at A.P.T., drop it in the mail box located on the clubhouse, or return it to a Trustee or to a neighbor that will be attending the meeting.  This will enable us to reach quorum.

We are enclosing quite a bit of information for your review.  Please take a few moments to go through this.  

· The Annual Management Report – gives owners information on the Board, Insurance, Maintenance and Contract Issues, Financial Information, etc.

· We are enclosing the Financial Review performed by the Association’s auditor (Keane, Chiuve & Company, P.C.) for FY ending 2/28/05.

· We are also enclosing the “Profit and Loss Variance” statement as of August of this current year.

· Payment envelopes

· Trustee Candidate Profile

· Proxy (to be returned if you will not be attending)

Again, if you will not be attending the Annual Meeting please send in your proxy.  You may also fax it to us at (781) 935-4289.
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1.
ADMINISTRATIVE

1.1 Board of Trustees:  The Board of Trustees is currently comprised of Paul Boulay, Mary Ann Gachignard, Robert Hemingway, Lisa Jacobowitz, and Joe Martel.  We currently have one term expiring at the Annual Meeting this year.  Rob Hemingway will be seeking re-election to the Board.  Rob was appointed to the Board by the Trustees to fill the remainder of Kristen White’s term after she submitted her resignation resulting from the sale of her unit.  There being no other candidates for the Board there will not be an election although we have we have enclosed Rob’s candidate profile.

I would like to take this opportunity to thank the Board of Trustees, who spend a great deal of their own personal time in an effort to make living at Pickman Park more enjoyable for everyone.  The Board works diligently in keeping fees down, while generating value for everyone.  They have been faced with many challenges over the years, and usually do not receive the recognition they deserve for all of their hard work and commitment to the community.  

1.2
Management Staff:  American Properties Team, Inc. assumed the Management Contract with Pickman Park Condominiums on July 1, 2000.  

Deborah Jones is President of American Properties Team, Inc.  Deborah has been in charge of the condominium division since 2000.  Jill Fama is the Property Manager and Joan Halley is the Condominium Coordinator for Pickman Park.  Joan works as Jill’s assistant on administrative issues.  Jill is responsible for the operations of Pickman Park and works under the direction of the Board of Trustees.   She also attends monthly Trustee Meetings, Owner’s Meetings and periodic special meetings.  Jill has been employed with American Properties Team for over 19 years.  Joan has been employed with American Properties Team for over 6 years.
1.3
Clubhouse Rentals: The clubhouse is available for rent.  The rental fee is $75.00 with a refundable security deposit of $100.  Owners are required to show proof of insurance, naming Pickman Park Condominiums as an additional insured.  The clubhouse is not available for rent during the pool season, and has a maximum occupancy, per the City of Salem, of 20 people.  For additional information, please contact the Management Company for a rental agreement.  

2. LEGAL:

2.1 The Association uses the firm of Perkins & Anctil, P.C. for advice on legal matters.  This year we have utilized their services more than in the past few years, resulting in higher costs under this account.  There have been a variety of challenges posed by various unit owners this year that have warranted the opinion of and action by our Attorney.
2.2 Collections:  Collections have been a sporadic problem over the past year.  As of September 30th, 2005 seven (7) unit owners were more than 60 days in arrears with their condominium fees.  The total outstanding amount due the Association was approximately $5,000 and does include legal fees.  

While many more accounts were delinquent at the start of this fiscal year, the Board and Management Company worked with owners to establish a payment schedule to collect past due fees without the need for Attorneys.  Non-payment of fees hurts the entire community and costs the unit owner the expenses of fines, interest and legal fees.  Although this is a difficult situation for the association, ultimately it comes at a far greater cost to the unit owner.
The passage of Mass General Laws Chapter 400, in 1993, has enabled Associations to collect on delinquent accounts.  In the past, Associations would have lost money to foreclosures.  Representatives of American Properties Team, Inc., and many of our Boards or Directors assisted legislators in passing this law.  

3. INSURANCE:

3.1 Master Insurance Policy:  The Property Insurance is with Vermont Mutual through our Agent, W. T. Phelan.  The policy period is May 9th 2005 through 2006, with an annual premium for the package policy of $60,539, which is a reduction from last year by approximately $15,000.  The property value was increased from $40 million to close to $41,499,000, in order to maintain replacement costs.  The Difference in Conditions Policy (D.I.C.) provides a flood limit of $5,000,000 with a $25,000 deductible and full limit with earthquake coverage.  This annual premium is $7,400.  The Umbrella policy for $15 Million has an annual premium of $6,353.  The Directors and Officers Liability policy (D&O Coverage) has an annual premium of $1,300 and provides $1,000,000 in coverage.  The total cost for insurance during our 05/06 policy is expected to be $76,357.00.
3.2 Insurance Losses:  In the past year, we have not had any losses through the master policy.  As many of you remember, we had a number of losses in prior years go through the master policy, resulting in the cancellation of our policy.  The Board was forced to take a revised policy with a $5,000 deductible.   For those owners who fail to obtain individual homeowner coverage (H06), you are basically self-insuring the first $5,000, along with any loss of use and/or contents.  We are also being required by our Insurance Company underwriter to install a drip pan under the water heater when replacing the water heater.  This limits the amount of damage if the water heater does let go.  

We strongly urge all unit owners to carry an individual homeowner policy. 
If a unit owner is concerned with protecting his or her assets from property loss and liability loss, the place to start with all condominium residents is the by-laws. The by-laws state what the master covers and what the unit owners are responsible for.  Every condominium has a unique set of by-laws.  Often claims are incorrectly settled leading to confusion.  The correct method is to always refer to the by-laws.  The Pickman Park Drive Condominium Trust by-laws state:

Section 6.12.    Insurance:   The Trustees shall obtain and maintain, to the extent available in their name as insurance trustees for the Unit Owners master policies of insurance of the following kinds, insuring the interest of the Trust, the Trustees, all Unit Owners and their mortgages as their interest may appear. 

Casualty or physical damage insurance on the building and all other insurable improvements forming part of the Condominium (including all of the units, but not including ceiling, wall or floor decorations or coverings, drapes, furniture, furnishings and other personal property purchased, supplied or installed of or by the Unit Owners therein), now existing or as they may from time to time be increased by amendment to the Master Deed, together with the service machinery, apparatus, equipment and installations located in the Condominium and existing for the provision of central service or for common use, in an amount not less than one hundred (100%) percent of their full replacement value.

However, the Board has purchased what is called “All In Coverage” so that your ceilings, walls and flooring are all currently covered by the master policy, subject to the $5,000 deductible.  Unfortunately, the Association has been subjected to paying for minor claims that either could have been avoided, or if we change the coverage could be the owner’s responsibility.  

Rather than placing the burden back onto the unit owners to insure their ceilings, walls flooring, etc., which would require owners to purchase a significantly higher “Dwelling” coverage, the Board has been contemplating keeping the same coverage but increasing the deductible so that the smaller claims are filed through the homeowner policy vs. the Master Policy.

Our goal is to provide excellent coverage in the event of a significant loss.  

I have spent a great deal of time on developing a guide for unit owners to discuss with their individual insurance agents.  The #1 question is “How does the Master Insurance Policy coordinate with a personal condo owners’ policy?”  A condo owners’ policy (HO6) is structured as follows:   

Coverage A: Dwelling   The Master Insurance Policy for Pickman Park Condominium Trust will cover the entire unit except the unit owners’ furniture, furnishings, and personal property. Therefore the unit owner need only have enough Coverage A to cover the Master Policy Deductible.  This deductible is currently $5,000.  If you check the declaration page of your individual homeowner policy you will most likely find you already have at least $5,000 allotted to this coverage in which case no change will be necessary.

Coverage C: Personal Property:  The master provides no coverage for personal property.  Each person must decide what it would take to replace his or her personal property.  Per the By-Laws, each person should insure his or her furniture, furnishings and personal property.

Coverage D: Loss of Use   this is a big coverage that receives very little attention.  If a unit burned to the ground and it took a year to rebuild, where would you live?  This coverage provides the coverage for this expense.  It is based as a percentage of your coverage C.  Very often, we see coverages as low as $5,000.  This coverage should be carefully discussed with your agent.   If you needed to rent an apartment while your unit is being reconstructed, how much would you need?

Coverage E: Personal Liability:  Excluding auto use and commercial activity, this is where an individual obtains personal liability protection for bodily injury and property damage to others.  We have been advised that purchasing at least $300,000 in protection and an additional $1,000,000 in umbrella coverage.  Please note that with exception of Chubb Insurance, condo owners’ policies do not cover any activities while acting as an association director or officer.

Other Coverage for Consideration:  The following is not an exhaustive list of possible coverage improvements.  These are the coverage’s most often missed by unit owners. 

Replacement Cost on Dwelling & Contents: Provides new for old when personal property is destroyed by covered perils (Fire, Lightning, Windstorm, etc.)

Unit Owners All Risk Coverage A & C: Changes coverage from named perils, i.e. wind damage (no coverage unless peril is named in policy) to coverage unless peril is specifically excluded in policy.  This is a major increase in coverage.  In other words, if you do not have “all risk coverage” and your policy does not specifically state you are covered for wind damage, then it is excluded from your policy.  If you do have “all risk coverage” the policy would need to state that wind damage is not included, otherwise it is included.
Loss Assessment: Should the master policy be unable to adequately cover a covered loss, this coverage will protect you to the amount purchased for assessments made by the board after a loss.  In other words, if the Association could not reconstruct for the amount allotted by the Insurance Company and we Special Assessed Unit Owners for the difference, your loss assessment coverage would cover this expense up to the amount purchased.   Earthquake Loss Assessment: Same as above but limited to earthquake.

Sewer & Drain Back Up: This peril is excluded by almost every carrier except Chubb.  This can be a very expensive loss.  Some carriers will allow you to purchase minimal amounts of coverage.

Earthquake & Flood: These perils are not normally covered by an HO6 policy. 

Business Activity in the Home: HO6 policies provide NO coverage for any liability arising from business activity in the home.  This coverage can be purchased in certain situations.

Special Limits Increase / Scheduled Coverage: Every HO6 has special list of items with reduced coverage such as $1,000 for loss of jewelry by theft.

Umbrellas: Umbrellas or excess liability inexpensively increases liability coverage over both, personal liability and auto liability as well as vacation homes and boats.

Please discuss the above with your agent to determine what is appropriate for you.

4. IN-HOUSE MAINTENANCE:

4.1
Staff:  American Properties Team, Inc. currently has Jim Castanza assigned to Pickman Park on an as needed basis.  Dave Totty has also worked at Pickman Park and continues to do so as needed; however, Jim’s portfolio is in the Salem area.  In addition, John Conroy is on site several times per week picking up trash, and performing minor repairs.  Claudia Merida has been on site for the past few summers taking care of the lawn watering.
4.1 Duties – Regular Maintenance include, but are not limited to the following:

· Responding to unit owners and work orders

· Assisting the manager in overseeing contractor work

· Carpentry repairs

· Small masonry repairs

· Small electrical repairs

· Grounds maintenance

· Small painting projects

· Small roofing issues

5. CONTRACT MAINTENANCE:

5.1. Roof Replacement Project: The Roofing project has been ongoing since 1998.  The Board entered into a five-year contract where they replaced a number of roofs each year until all roofs were completed.  The last of the roofs were replaced this year.

5.2. Staining and Siding Restoration Project:  During this past year the Board, once again hired Skouras Painting to replace rotted siding, trim, etc. and stain 11 Buildings (52 & 54 Pickman Road, Dewey Drive, and Stillwell Drive and the clubhouse), at a cost of $47,000 for the painting portion of this work.  The carpentry portion will be paid from the reserve account since the siding is considered a replacement item.  This project was slow to start due to a backlog from the rainy spring.  However all work will be completed by October 15th.
5.3. Landscaping:  The Board entered into a three-year contract with Leahy Landscaping beginning with the 2005 season.  The Board and Manager have had several meetings with this contractor, walking the property, etc.  Several residents have expressed concern with regard to the attention given to the landscaping and we continue to try to work through these issues.  At the Annual meeting of 2004, the Board asked the membership for their input on making a change to another landscaping company.  At that time, the vast majority of the membership was not in favor of changing landscaping companies.
5.4. Snow Removal:  The Snow Removal contract was also with Leahy Landscaping.  This too is a three-year contract which is not due to expire until April 2007.  Owners are reminded that this contract does not include driveways.  At the conclusion of a snowstorm, the wind rolls at the ends of the driveways will be opened up.  Also, the off street parking areas will be plowed.  To assist with snow removal, vehicle owners are required to remove vehicles from these parking areas by 10:00 A.M. following a snowstorm.  During the winter of 2004/2005, the City of Salem received record-breaking snowfall (117 inches).  Because of this, we exceeded our snow removal budget by approximately $20,000.  This created a deficit in our budget and therefore, a special assessment was implemented.  We also experienced a problem with residents and/or their guests, that failed to move vehicles causing additional work for our contractors as well as unnecessary aggravation to their neighbors.  Many vehicles were towed as a result
5.5
Reserve Study:  In February 2002 Noblin & Associates performed a Reserve Budget Analysis Update.  The purpose of this study was to review and update the previous Reserve Budget funding plan for anticipated replacement and refurbishment of the Condominium.  This is an excellent tool to help the Board and Unit Owners know where you should be with your reserve funding, in order to properly protect your property in the future.   In addition, properly funding this account will allow the Association to enhance the value of the property and avoids the temptation to defer necessary maintenance in order to keep condo fees from escalating.  Properly funding the reserve account should provide comfort to residents in knowing that the complex is fully funded and that the likelihood of a future assessment for reserve items would be unlikely.  The Reserve fund is established for replacement items only and therefore, can not be used on operating expenses i.e. the overages in snow removal, etc.  The Board has been extremely diligent in funding this account, knowing that there will be expensive replacements in the near future, namely paving.   It is our intention to fund this project with the reserve account exclusively.  As of August 31, 2005 there was over $680,000 in this account.
6. FINANCIAL:

6.1. Auditor’s Review: Pickman Park employed the firm of Keane, Chiuve & Company, P.C. to perform a financial review and tax return for FY 04/05.  We have received the approved statement, which will be handed out at the Annual Meeting.

6.2. Bank Accounts: The Association currently maintains several accounts.  The operating checking and savings accounts are with Eastern Bank; Reserves accounts are with North Shore Bank (money market), Bank North (CD), Citizens (Money Market) Eastern Bank, (Money Market and CDs) and Savings Bonds with US Government.  You may have noted a change in banks from last year’s report.  The Board and Management Company continue to check rates and move money in order to maximize interest and minimize fees.
6.3. Reserve Funding: As of August 31, the Association has $681,630 in reserve accounts.  The Board agrees that funding this account is imperative to maintaining the property properly and therefore, we have an annual contribution of approximately $127,000.  It is our feeling that by aggressively funding the Reserve Account now, we will eliminate the need for a special assessment for capital improvements in the future.  

6.4. FY 2005/06 Operating Budget: The Fiscal Year 2005/06 Budget was approved by the Board of Trustees in January 2004 and was then mailed, along with a detailed narrative, to all unit owners.  While many changes within different accounts changed, the bottom line resulted in an increase of approximately 3.5%.  

7. PLANNED PROJECTS

7.1. Siding Restoration:  Our siding restoration project for 2005 is currently underway.   This is an ongoing project.  There are approximately 11 buildings plus the clubhouse, scheduled for this year.  They include Dewey Drive, Stillwell Drive and portions of Pickman Road as well as the Clubhouse.  The Board does fund this account annually, and work will continue annually as well.  Next year’s project will consist of portions of Halsey and Nimitz Way.
7.2. Roof Schedule:  Roofs completed.  All pending roof replacements have been completed.  Williams Brothers will be inspecting 1/5 of all roofs annually beginning with the oldest roofs first.  He will be looking for areas that may become a problem in the future.
7.3. Tree Pruning:  Last year, the Board hired Leahy Landscaping to inventory the trees on the property.  They were placed on a list for pruning and given a mark of high priority, medium priority and low priority.  During the fall and winter months last year, the pruning of all high priority items were addressed.  The Board recently approved the proposed 2006 work providing this work can be completed by 12/31/05.

7.4. Paving:  For the past several months, the Board has been working with the engineering firm of Noblin & Associates.  They have written specifications for a repaving project.  The specifications are currently being reviewed by the Association’s Attorney.  Once approve the project will be placed out to bid. 
In closing, I would just like to add that there are many owners who take an interest in the operation of the Association.  They attend many of the monthly meetings and are a voice for the people in their area.  We welcome residents to the Board Meetings and would like to encourage you to come.  On behalf of the Board and myself we would also ask that you consider serving on the Board in the future.  The time has passed for the upcoming election, but perhaps this is something to think about for next year.  
We understand there is currently a petition circulating through the association.  An owner would like to change the condominium documents to limit the terms of the trustees to two terms.  While this does not sound unreasonable, we rarely have owners willing to run for the Board as evidenced by this years’ lack of candidates and limiting the terms may pose more problems than it would otherwise resolve, particularly when it comes to stability and consistency.
The Board of Trustees is a volunteer position.  There is no pay for this position.  In some cases, there is no respect for the individuals that hold this position.  It requires hours of time each week and each month by these individuals, who could otherwise be home with their families.  As you know from my prior correspondences, these past few months have been extremely difficult.  There are some owners that may be considered a detriment to the morale of those who voluntarily serve.  Perhaps this is one of the reasons why there were no other candidates for this year’s open position.  While honest discussion and an open exchange of ideas is healthy, disrespectful and threatening behavior is not.  In order for our community to continue to thrive and prosper it is essential that all of us work together in a harmonious manner.  Otherwise unit owners will be discouraged from service and there may come a time when property values and the safety and aesthetics of our community decline as well.  It is incumbent on everyone to work together and to speak out when they see or hear evidence of inappropriate behavior.  That is the essence of community.
